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JUSTI CE DEPARTMENT APPROVES PROPGSAL FOR JO NT LI CENSI NG
OF PATENTS ESSENTI AL FOR MEETI NG VI DEO TECHNOLOGY STANDARD
USED I N El ECTRONI CS AND BROADCAST | NDUSTRI ES

WASHI NGTON, D.C. -- The Departnent of Justice today approved
a proposal by a group of nine conpanies and one university that
want to create a one-stop-shopping clearinghouse by pooling their
patents, which are needed by entities |looking to manufacture
el ectronic equipnent that stores or transmits conpressed video
dat a.

Under the group's proposal, a jointly owned agent known as
MPEG LA woul d |icense these patents in a single package that woul d
enabl e manufacturers to neet an international standard known as
MPEG 2 video conpression technol ogy. The technol ogy standard
el i m nates redundant information, such as inmages that are all the
sanme color or figures that do not change from one nonent to the
next, reducing the anmobunt of data, storage and transm ssion space
required to reproduce video sequences.

Through the licensing agent, manufacturers of products that
need to neet the standard will be able to obtain a single Iicense
for nost of the patents they will need.

The owners of the essential patents are:

The Trustees of Colunbia University
Fujitsu Limted



.
Ceneral Instrunent Corp.
Lucent Technol ogi es I nc.
Mat sushita Electric Industrial Co., Ltd.
M t subi shi El ectric Corp.
Philips Electronics N. V.
Scientific-Atlanta, Inc.
Sony Cor p.

The single license will be available to those who provide
products or services that store or transmt video information,
including televisions, di gi tal video disks and players,
t el ecommuni cati ons equipnent; as well as cable, satellite and
br oadcast tel evision services.

The Departnent's position was stated in a business review
letter from Joel |I. Klein, Acting Assistant Attorney Ceneral in
charge of the Antitrust Division, to counsel for MPEG LA and its
owners.

Because neeting the standard would infringe on the patent
rights of many different entities, in 1993, a nunber of firns
interested in the standard formed a working group to explore a way
to efficiently dissemnate the essential intellectual property
rights to users of the technol ogy. The group sponsored a well
publicized search for essential patents, conducted by an
i ndependent patent expert.

The expert and his assistant reviewed about 8000 patent
abstracts and 800 United States patents; the results of his search
led to the formation of MPEG LA by and nine owners of essentia
patents and Cabl e Tel evi sion Laboratories Inc.

Under its agreenents with the nine essential patent owners,

MPEG LA will serve as a licensing agent, offering nonexclusive

licenses worldwi de to nake, use and sell products that neet the
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MPEG 2 standard under a portfolio of the nine firns' essentia
patents. The license will tell potential |icensees exactly what
patents are in the portfolio, that each portfolio patent is
avai |l abl e i ndependently fromits owner, and that the portfolio does
not necessarily contain all the patents the licensee will need in
order to conply with the MPEG 2 standard.

In order to ensure that the portfolio contains only truly
essential patents, but remains open to additions of other essential
patents, the nine essential patent owners have agreed to enpl oy an
i ndependent patent expert whenever a dispute arises as to whether
a patent in the portfolio is in fact not essential, or the
portfolio should include a patent that is not already part of the
joint licensing program

Klein said that it appeared that the |icensing program was
wel | designed to capture all the efficiencies that can cone from
joint licensing of conplenentary technol ogi es, while incorporating
many facets that should mnimze the possibility of conpetitive
har m In addition to the benefits from the information the
portfolio license will convey to licensees, the use of the
i ndependent - expert mechanismw |l help ensure that the portfolio
will contain only patents that are truly essential to the MPEG 2
standard, weeding out patents that are conpetitive alternatives to
each ot her.

Under the Departnent's Business Review Procedure, an
organi zation nay submt a proposed action to the Antitrust Division
and receive a statenent as to whether the Division will chall enge

the action under the antitrust | aws.



-4-

A file containing the business review request and the

Departnment's response nay be examined in the Legal Procedure Unit

of the Antitrust Division, Suite 215, Liberty Place, 325 7th

Street, NNW, U S. Departnment of Justice, Washington, D.C. 20004.

After a 30-day waiting period, the docunents supporting the
business review will be added to the file.
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